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The Union Bank of Burma Act, which came into force 
on July 1, 1952, has changed the monetary system of 
Burma and has invested the Union Bank of Burma with 
functions appropriate to a central bank, enabling it to 
play a more vital role in Burma’s economy. Among the 
changes in the monetary system introduced by the Act 
are the abolition of the 100 per cent sterling backing 
previously required for the issue of currency; the termi- 
nation of the fixed statutory value in terms of sterling 
of the present Burmese standard unit of monetary value, 
the kyat (previously the Burma rupee) ; the transfer of 
the power to issue currency from the Burma Currency 
Board in London to the Union Bank in Rangoon; and 
placing the currency on a decimal basis, by making the 
kyat equal to one hundred pyas. The new Act requires 
the Union Bank to maintain an international reserve 
equal to not less than 25 per cent of the currency in cir- 
culation and demand deposit liabilities; the reserve is 
no longer restricted to sterling but can be in short-term 
assets in any foreign currency or gold. The termination 
of the statutory value of the Burmese monetary unit in 
terms of sterling aims to end only the fixity of the re- 
lationship but not the rate itself, since there is no inten- 
tion at present to change the parity of the kyat in rela- 
tion to sterling. Authority for determining in future 
the parity of the kyat is placed by the Act jointly on the 
Government and the Union Bank, with recognition of 
Burma’s responsibilities as a member of the International 
Monetary Fund. 































Europe 


Extension of EPU Operations 


The Council of the Organization for European Eco- 
nomic Cooperation has taken the necessary decisions for 
extending the operations of the European Payments 
Union for another year, i.e., until June 30, 1953. While 
there had not been any limitation on the duration of 
EPU, certain financial obligations which had been under- 
taken by the members for the period up to June 30, 
1952 had to be renewed. The main decisions taken in 
respect of extending operations are the following: (1) 
Settlements in gold by deficit countries will be accelerated 
on the basis of a new scale whereby such settlements 
will start as soon as the cumulative accounting deficit 
of a member exceeds 10 per cent of its quota. Hitherto, 
no gold settlements were required as long as the 
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The new Act confers on the Union Bank functions in 
the banking field much wider than those previously ex- 
ercised and more consistent with its new position as an 
effective central bank. For the first time, the Union Bank 
is in a position to influence directly the cost and avail- 
ability of credit, and to enforce sound banking prac- 
tices throughout the country. The provisions in the 
Act prescribing the compulsory maintenance of reserves 
by the commercial banks, and also the ranges within 
which they may be varied, give to the Union Bank an 
important instrument of credit control. Further, the 
Union Bank is entrusted with the power to license and 
inspect all banks, with the dual objective of ensuring 
that they function on sound lines and that the activities 
of the banking system do not run counter to the national 
interest. 

The Union Bank is empowered to engage in open- 
market operations in securities and commercial bills, and 
to be a lender in the last resort to the commercial banks. 
It is also permitted to have a financial interest in agri- 
cultural and other banks which may be set up by Par- 
liament, in order that it may develop a close and helpful 
relationship with such institutions. These provisions 
enable the Union Bank to play a more vital role in 
Burma’s economic development, but with due regard 
to its obligation to promote and maintain monetary 
stability in Burma. 

Source: The Union Bank of Burma Act, 1952, Rangoon, 
Burma. 


cumulative deficit did not exceed the first tranche (20 
per cent) of the quota. The new scale divides this gold- 
free tranche into two parts; that part of a cumulative 
deficit falling within the first 10 per cent of the quota 
is to be satisfied entirely by credit, whereas that part 
falling in the next 10 per cent is to be settled to the 
extent of 20 per cent in gold and 80 per cent by credit. 
The ratio of gold payments in the second 20 per cent 
tranche was also raised. However, the ratio was lowered 
in the last two tranches so that with regard to the total 
quota the ratio of gold to credit settlements remains the 
same, i.e., 40 to 60 per cent. Denmark was provisionally 
exempted from making gold payments in accordance 
with the new scale. (2) The arrangement with regard 
to Belgium’s position in EPU was described in this 
News Survey, Vol. IV, page 399. The final decision 
on this arrangement provided for a settlement of 25 mil- 
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lion units, instead of 20 million, between Belgium and 
France, and of 25 million units, instead of 30 million, 
between Belgium and the United Kingdom. Also, if 
Belgium registers deficits in the future, it will be exempt 
from paying back to the Union 193 million units in gold 
which it received in excess of its quota. (3) Arrange- 
ments were also made with other creditor countries ac- 
cording to which surpluses in excess of quotas and up to 
certain maximum amounts will be settled half in gold 
and half in credit. The maximum amount was fixed at 
100 million units for Italy, 55 million units for Portugal, 
and 125 million units for Switzerland. (4) A protocol 
to the original agreement provides for certain modifica- 
tions, the most important of which is aimed at ensuring 
that the convertible assets of the Union do not fall below 
100 million units. If the Union’s operations cause those 
assets to fall below that level, member countries, in order 
to offset the reduction, have undertaken to contribute 
gold or U.S. dollars on a temporary basis and in propor- 
tion to their quotas. 
Sources: Agence Economique et Financiére, Paris, 
France, July 1, 1952; The Financial Times, 
London, England, July 1 and 12, 1952. 


United Kingdom Trade 

In the first six months of 1952, U.K. exports amounted 
to £1,346 million, more than £100 million above the 
total for the first half of 1951. Shipments to North 
America totaled £126 million, 10 per cent less than a 
year earlier. Imports were £1,903 million in the first 
six months of 1952, against £1,856 million in the first 
half of 1951. 

If imports are adjusted to an f.o.b. basis, the trade 
deficit in the first half of 1952 should amount to around 
£240 million. Net invisible receipts may well have totaled 
some £120 million, so that the current account deficit 
should not be much higher than £100 million. This 
would be a substantial improvement over the £428 
million deficit recorded in the second half of 1951, but 
clearly there is still a long way to go if the over-all 
deficit is to be removed this year, all the more so since 
the trade figures in May and June did not show many 
signs of progress. 

Source: The Economist, London, England, July 19, 
1952. 


French Stabilization Loan 

The French Government 34% per cent loan, with guar- 
anteed capital, which was opened May 26 (see this News 
Survey, Vol. IV, p. 375), was closed on July 17. The 
actual yield in cash, gold, and 5 per cent 1949 bonds, 
which could be converted into the 1952 loan, will be 
announced next week when the banks have completed 
their reports. It is estimated that subscriptions reached 
400 billion francs, half of which is in “new” money. 
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Sources: Agence Economique et Financiére, July 17, 
1952, and New York Herald Tribune, July 17, 
1952, Paris, France. 


Belgian Government Loan 


Subscriptions to a recent Belgian Government 10-year 
loan, with interest at 4% per cent, totaled Bfr 7,530 
million, of which cash payments accounted for a mini- 
mum of Bfr 4,000 million. The bonds were issued at 
9614, redeemable at prices ranging from par during the 
period 1953-55 to 103 per cent of the nominal value in 
the last year. Interest and reimbursement premiums are 
exempt from taxation. 

The lists were open from June 18 to July 7; subscrip- 
tions could be made either in cash or by the surrender 
of 34% per cent Treasury certificates of 1942. 

Sources: Agence Economique et Financiére, Brussels, 


Belgium, June 15 and July 9, 1952. 


Blocked Export Proceeds in Belgium 


Last March, when the percentage of Belgian proceeds 
from exports to EPU countries which are blocked was 
increased to a range of 5 to 25 per cent, arrangements 
were made which permitted the mobilization of these 
blocked deposits (see this News Survey, Vol. IV, p. 303). 
Thus banks could obtain, in exchange for blocked bal- 
ances, Treasury certificates against which the National 
Bank would make advances at the rate of 544 per cent. 
This rate was reduced as of July 3, to 344 per cent. A 
condition attached to the reduction was that the rate of 
interest charged by banks to holders of blocked balances 
should not exceed this 344 per cent rate by more than 
1 per cent. It is reported that exporters previously had 
to pay a rate of 7 to 8 per cent. 

Sources: L’Echo de la Bourse, July 3, 1952, and Agence 
Economique et Financiére, July 4 and 5, 1952, 
Brussels, Belgium. 


Continued Increase in Netherlands Reserves 


The Netherlands Bank’s net foreign exchange reserves, 
which have been increasing since July of last year, rose 
to 2.84 billion guilders (US$747 million) on July 14, 
1952, against 0.92 billion (US$241 million) at the end 
of July 1951. (The July 1952 figure includes 1.3 billion 


guilders in gold.) The present distribution between 
hard and soft currencies is not known. However, it is 
assumed that the recent receipt of dollars from MSA aid 
and the sale of shares of the Royal Dutch Oil Company 
against dollars have contributed to the rise. Press re- 
ports estimate that in recent weeks an average of roughly 
$1 million of shares of Royal Dutch were bought, per day 
against payment in dollars on the Amsterdam Stock 
Exchange. 

A second feature of developments, which is indicated 


in the weekly balance sheet of the Netherlands Bank, is 
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the open market policy now followed (see this News 
Survey, Vol. V, p. 11). During the week beginning 
July 14, the Bank sold 62 million guilders ($16 million) 
of one-year Treasury paper from its portfolio. Also, the 
Treasury resumed the sale of Treasury paper, which 
contributed to a further rise in the Treasury’s balance 
with the Bank. On July 14, this balance was 773 million 
guilders ($203 million), in contrast to the end of July 
1951 when there was no such balance and the Bank 
had extended large credits to the Treasury. 


Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, July 9, 1952; De Maasbode, Rotterdam, 
Netherlands, July 16, 1952. 


Danish Dollar Incentive Scheme 


Under an incentive scheme for dollar exports, to 
become effective on August 15, exporters of Danish goods 
to the dollar area will be granted an import license, to 
the amount of 10 per cent of the dollar exports, for 
imports of European goods that are still under quanti- 
tative import controls. The import certificates will be 
transferable, and it is already reported that they will be 
traded at a premium ranging from 50 to 70 per cent. 

It is expected that the import certificates will be used 
primarily for the import of passenger automobiles. 
Owing to the relatively small number of automobiles in 
Denmark and their poor condition, it is likely that cars 
imported and sold on the free market under the new 
scheme may be sold at prices some 35-50 per cent 
higher than normal prices; the automobile business 
expects that 4,000-5,000 cars can be sold during the first 
year. While imports of other goods will be permitted 
under the scheme, imports of rationed goods and of 
potato flour, sago flour, alcoholic beverages, etc., as well 
as used passenger cars, will not be allowed. 

The scheme does not include dollars earned through 
re-exports, shipping services, and other invisible trans- 
actions. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, July 11, 1952. 


Yugoslav Economic Controls 


The Yugoslav Government has recently adopted various 
measures which are regarded as further steps toward the 
development of a new economic system. One character- 
istic of the new policy is the progressive relaxation of 
economic controls, as far as this is possible in the Yugo- 
slav economy which is based essentially on public owner- 
ship of the means of production. 

The Government has abolished allocation controls for 
industrial materials and mining products, with the excep- 
tion of gold and silver. The removal of price controls in 
the industrial sector, however, is not complete. 

In agriculture, the Government had initiated in August 
1951 a more liberal policy with respect to compulsory 
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deliveries of farm products to the Government at low 
controlled prices. The list of farm products subject to 
compulsory deliveries was then greatly reduced, but 
individual farmers and farm cooperatives were not, at 
that time, released from their obligation to sell to the 
Government the major portion of their grain crop and 
certain quantities of fats and oils and of wool at fixed 
prices considerably below free market prices. According 
to recent reports, compulsory deliveries of grains (wheat, 
rye, corn, oats, and barley) have been abolished as of 
June 30. Agricultural producers are now able to dis- 
pose of all grains and other farm products, except wool, 


at current free market prices; and even for wool the 


fixed price paid to producers by the Government for 
compulsory deliveries is said to have approached the 
wool price quoted on the free market. Simultaneously 
with the abolition of the system of compulsory deliveries, 
the issue of coupons which farmers used to receive as 
part of their compensation for their deliveries to the 
Government, and which entitled them to a 65 per cent 
reduction on prices of industrial goods, was discontinued. 
The abolition of price and distribution controls has 
contributed to an increase in the supply of farm products 
on the market. According to official reports, food prices 
(on the free market) were recently about 50 per cent, 
and retail prices in general were about one third, below 
prices a year ago. 

The relaxation of administrative controls is being 
extended to foreign trade. It is reported that, as of 
July 1, the state foreign trade organizations lost their 
monopolistic position, and authorized economic enter- 
prises in Yugoslavia may carry out export and import 
transactions. The license requirements for practically 
all exports and for most imports have been abolished. 
Exporters are given the right to use part of their export 
proceeds for their own imports, and are permitted to sell 
their “retained” exchange to other importers on the 
“free” foreign exchange market. The Yugoslav National 
Bank, which is in charge of the organization of such 
exchange operations, has the right to intervene in the 
market. 

Sources: The Times, London, England, June 13, 1952; 
Agence Yougoslave d’Information, Les Nou- 
velles Yougoslaves, Paris, France, June 21, 
1952; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, June 15 and July 2, 1952. 


Middle East 

Agricultural Policy in Egypt 

The Egyptian Government has decided to limit cotton 
acreage to only one third of the cultivated land. Wheat 
acreage will comprise 35 per cent of the cultivated land 
in lower Egypt and 40 per cent in upper Egypt, the 
remainder being devoted mainly to winter crops. These 
percentages are fixed tentatively for the coming three 
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years. The price of requisitioned wheat (see this News 
Survey, Vol. IV, p. 369) has been fixed at LE 4.80-5.00 
per ardeb (1 ardeb = 5.44 bushels). 
The revised distribution of land among crops indicates 
a marked change in Egypt’s agricultural policy. Since 
1949, the cotton acreage share has been higher than that 
of wheat. Because of the high prices at which cotton 
could be sold, the Egyptian authorities allowed cotton 
cultivation to be expanded at the expense of wheat needed 
for domestic consumption; wheat requirements were 
met by imports. As a result, imports of wheat, wheat 
flour, and maize rose from LE 18.1 million in 1949 to 
LE 21.0 million in 1950 and LE 38.4 million in 1951. 
Since cotton exports slackened in 1951 and 1952, 
when both the volume and the price decreased, there 
was a heavy drain on the country’s foreign exchange to 
meet the cost of wheat imports, and the need for chang- 
ing the agricultural policy became pronounced. 
Sources: Economic Bulletin of the National Bank of 
Egypt, Vol. V, No. 1, 1952, and Al Ahram, 
July 14, 1952, Cairo, Egypt. 


Israeli Exports 


Israel’s Minister of Commerce and Industry has stated 
that, according to preliminary data, this year’s exports 
are expected to be 20 to 30 per cent above last year’s 
total of $47 million. 

Source: Jsrael Economic Horizons, New York, N. Y., 
June 1952. 


Syrian Trade Policy 


The Government of Syria has authorized the export 
of wheat, provided exporters deliver to the wheat office 
at the fixed prices a quantity equal to the amount to be 
exported. Inquiries for wheat purchases have recently 
been received from Italy, Pakistan, Yugoslavia, and 


Nationalist China. Yugoslavia proposes to pay for the 
Syrian wheat in U.S. dollars; Nationalist China would 
like to barter wheat for 5,000 tons of sugar. 

The Syrian Government has abolished its earlier order 
restricting the export of wheat, barley, lentils, and vetch 
to the port of Latakia. Henceforth, these commodities 
may be exported from any port, whether domestic or 
foreign. 

Source: Le Commerce du Levant, Beirut, Lebanon, July 
9, 1952. 


Industrial Bank of Iraq 


The capital of the Industrial Bank of Iraq, a quasi- 
government institution which makes loans chiefly for 
industrial purposes, has been increased from ID 1 million 
to ID 3 million (ID 1 US$2.80). The additional 
capital is to be provided by the Central Treasury. The 
activities of the Bank will be expanded to include trans- 
actions in foreign exchange. 
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Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., June 1952. 


Pakistan’s Cotton Policy 

To help reduce domestic stocks of cotton, estimated 
at 530,000 bales against 190,000 bales a year ago, the 
Government of Pakistan has decided to try to dispose 
of its holdings at a ten per cent discount from the 
original purchase price. The government holdings are 
estimated at over 300,000 bales; they were acquired 
early in the year in the hope of preventing prices from 
falling below the set minimum prices. 


Source: Dawn, Karachi, Pakistan, June 29, 1952. 


Pakistan-India Barter Agreement 

A “rice for wheat” barter agreement has been concluded 
between India and Pakistan. India will deliver four 
shiploads of wheat, estimated at 39,700 tons, recently 
purchased abroad, and Pakistan will give in exchange 
37,700 tons of rice. The agreement is aimed at covering 
part of this season’s wheat deficit in Pakistan, which is 
estimated at 300,000 tons. 


Source: Dawn, Karachi, Pakistan, June 28, 1952. 


Far East 
Canadian Aid for Ceylon 


According to an agreement between the Canadian and 
Ceylon Governments for economic aid under the Colombo 
Plan, Canada will contribute $1 million in the first year, 
to finance three projects: the development of Ceylon 
fisheries, aid for rural electrification, and a pilot project 
in rural development affecting 1,000 families. 

In any specific program under which goods are sold 
or otherwise distributed to the Ceylon public, counter- 
part funds will be set aside from which development 
projects will be financed. For specific programs deemed 
appropriate for financing by loans, the loan terms will 
be determined by the two governments. These terms will 
relate primarily to the commercial character of particular 
projects, to anticipated earnings, and to their effects on 
Ceylon’s foreign exchange position. 


Source: The Financial Times, London, England, July 14, 
1952. 


Government Factories in Thailand 

The Council of Ministers of Thailand has agreed to 
suggestions that the rubber, paper, textile, gunny bag, 
meat, and tanning factories now operated at a loss by 
the Government be turned over to private industry if 
the Ministry of Industry fails to reorganize them within 
the next two years. At present, the sugar refineries and 
liquor distilleries are the only two factories operating at 
a profit. The Government is now considering opening 
a new sugar factory, to fulfill the domestic demand. 


Source: Far East Trader, New York, N. Y., July 9, 1952. 
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Taiwan’s Agricultural Policy 


In order to encourage production and protect the 
farmers, the Taiwan Provincial Council. on June 26 
approved a proposal to raise the purchasing price for 
surplus rice from NT$0.80 per kilogram, which had been 
set for the second crop of 1951, to NT$0.92 per kilogram 
for the first crop of 1952. According to the Food Bureau 
of the Provincial Government, farmers in Taiwan have 
benefited from the Government’s food policy. Living 
conditions of farmers in Taiwan have improved consider- 
ably within the last five years. Total food production 
rose from 1,210,000 tons in 1949 to 1,480,000 tons in 
1951, and the distribution of fertilizer increased from 
116,000 tons in 1949 to 278,000 tons in 1951. After the 
return of 125,000 tons of rice to the Government for the 
value of the distributed fertilizer, the farmers still had 
145,000 tons left from the increased production. The 
income from the rice output retained is estimated at 
NT$203 million,” on the basis of the market price of 
NT$1.40 per kilogram. 


Source: The Central Daily News of Taiwan, New York, 
N. Y., June 27, 1952. 


Japanese Dollar Bonus System 


A dollar bonus system for export promotion in Japan, 
to replace the previous foreign currency fund system 
(see this News Survey, Vol. IV, p. 226), was put into 
effect on July 10 by the Ministry of International Trade 
and Industry. Exporters are permitted to retain and 
use for specific purposes part of their export proceeds 
from hard currency countries. The percentage of reten- 
tions for Class A commodities has been raised from 
10 per cent under the old system to 15 per cent under 
the new; for Class B, from 6 per cent to 10 per cent; 
and for Class C, from 3 per cent to 5 per cent. Applica- 
tion of the system to the sterling area and open account 
area has been temporarily suspended. 

The part of the exchange retained can be used to im- 
port “goods which contribute to promotion of exports or 
rehabilitation and stabilization of the economy.” Under 
the former system, the use applied to imports of “raw 
materials, machinery, equipment and similar goods which 
contribute to promotion of exports.” Use of the retained 
exchange for agency fees will not be permitted; such 
fees will be provided for in the general import budget. 
Source: The Journal of Commerce, New York, N. Y., 

July 16, 1952. 


Indonesia-Japan Trade and Payments Negotiations 


An obstacle blocking the conclusion of a new trade 
agreement between Indonesia and Japan is reported to 
have been overcome by Indonesia’s willingness to pay in 
dollars a sizable part of her $60 million adverse balance 
(cumulative) with Japan. The negotiations between the 
two countries in November 1951 were inconclusive since 


29 


Japan could not then agree to an Indonesian proposal 
that the balance beyond the swing limit of $10 million in 
the open account be settled in sterling instead of in 
dollars as originally stipulated under the old agreement. 
Since a new agreement could not then be reached, the old 
trade and payments agreement was extended to July 30, 
1952. 

At the time of the November 1951 negotiations, Indo- 
nesia was reported to be insisting on limiting the two- 
way exchange of goods to about $20 million; the old 
agreement had provided for $30 million worth of Indo- 
nesian exports to Japan and for $44.4 million worth of 
imports from Japan, with a swing limit of $10 million. 
This proposed limitation was not favored by Japanese 
business circles, since Indonesia was the second largest 
buyer of Japanese cotton goods during 1952, accounting 
for 21.7 per cent of total Japanese exports of cotton 
cloth. Presently, however, both countries are desirous 
of expanding their mutual trade, and indications are that 
Japan will be able to export as much as $55 million worth 
of goods to Indonesia, of which about $40 million worth 
would be textiles. The acceptance of the $55 million 
total, however, depends largely on whether Indonesia will 
agree to export petroleum to Japan. 

The current negotiations may also settle the question 
of Japan’s buying a certain amount of goods from the 
dollar area via Indonesia, thus enabling Japan to save 
her dollar expenditure and to lower the outstanding open 
account balance with Indonesia. The Japanese Ministry 
of International Trade and Industry had expected to 
purchase in this way $12 million of goods from the dollar 
area by the end of June 1952. This, however, raises 
the delicate question of the amount of commission te be 
paid to Indonesia for this kind of transaction. 

Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, May 24, 1952; 
The Journal of Commerce, New York, N. Y., 
June 13 and July 14, 1952. 


Philippine Import Allocation 
The Central Bank of the Philippines has allocated 
$177 million to the Import Control Commission for im- 
ports in the second half of 1952, compared with an alloca- 
tion of $242 million for the first half of the year (see 
this News Survey, Vol. IV, p. 242). The Commission 
announced that import quotas for the second half-year 
will accordingly be 20 to 50 per cent below those in the 
first half-year. New importers are expected to bear the 
brunt of heavier cuts. Meanwhile, Central Bank Gov- 
ernor Miguel Cuaderno forecast total 1952 imports at 

approximately $428 million, compared with $472.5 mil- 

lion in 1951. 

Sources: Five W’s on Philippine Trade, San Francisco, 
California, July 16, 1952; Philippine American 
Chamber of Commerce, Weekly Bulletin, New 
York, N. Y., July 18, 1952. 





United States 
President Truman’s Midyear Economic Report 

Despite increasing outlays for defense purposes, U.S. 
production increases since the outbreak of the Korean war 
have resulted in an improved standard of living for the 
civilian sector of the economy. Defense expenditures rose 
from an annual rate of $19 billion in the second quarter 
of 1950 to the present rate of $50 billion. Total output, 
however, rose even faster during the same period; at 
1951 prices, it increased from $300 billion to $340 bil- 
lion. Personal incomes after taxes rose steadily; yet, 
because these incomes increased faster than expenditures, 
the rate of savings increased from the postwar average 
of 5 per cent to about 7 per cent in the second quarter of 
1952. 

The Report states that continuance of a high rate. of 
economic activity and progress can be assured if produc- 
tion and consumption are kept reasonably in balance. 
This, however, requires the continuance and intensifica- 
tion of vigorous public policies. Productivity in agri- 
culture will be encouraged by readily available credit 
and the maintenance of prices and incomes. Productivity 
and growth of small business also need available credit 
on reasonable terms, and, in addition, an effective anti- 
trust policy. Workers will be more productive if insulated 
against fears of unemployment and of want in old age. 
Productivity of the economy as a whole will be assisted 
by the use of appropriate monetary and fiscal measures 
to stabilize it and protect it against depression. 

Military security of the free allied nations is inseparable 
from their economic future, and no nation can maintain 
either the means or the morale to conduct a defense effort 
without tolerable economic conditions. A high level of 
U.S. imports is essential to this, and the Report objects 
to recent pressures in the United States to intensify the 
restriction of imports. In the long run, emergency post- 
war aid to foreign countries will have to be increasingly 
supplanted by a more normal flow of capital from the 
United States. 

The Report of the Council of Economic Advisers 
which accompanies the President’s Report does not fore- 
see any recessionary development in the economy within 
the next 6 to 12 months. Although prices have been 
stable for more than a year, the near-term outlook is 
characterized as having an inflationary bias. An increase 
in the rate of consumer spending of only one per cent, 
for example, combined with an expected higher level of 
government expenditures and business investment would 
result in an $8-10 billion higher level of consumer out- 
lays. The possibility of renewed inflationary pressures 
necessitates the maintenance of safeguards against them, 
and the Council asks that these safeguards be strength- 
ened by the next session of the Congress. 


Source: The Midyear Economic Report of the President, 
Washington, D. C., July 1952. 
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Economic Activity in United States 

Large increases in the output of defense goods in the 
United States held total industrial production during the 
first half of 1952 at about the same level as in the first 
half of 1951. Output of aircraft and other armaments 
was up 100 per cent and shipbuilding about 37 per cent. 
Conversely, production of various consumer goods was 
25-37 per cent below levels a year earlier, with television 
and radio production down 37 per cent, automobiles 
down 30 per cent, and major household appliances down 
28 per cent. Activity in the civilian sector improved 
moderately in June, as a result of the combined stimulus 
of continued increases in defense production and an in- 
crease in retail trade. Civilian employment in June, at 
62.6 million persons, was 750,000 higher than a year 
earlier. Defense spending in the year ahead is expected 
to be substantially above the approximately $43 billion 
spent from July 1951 through June 1952. Funds avail- 
able for defense purposes total $120 billion at present, 
and production schedules will be accelerated during the 
year. 


Source: The Wall Street Journal, New York, N. Y., 
July 22, 1952. 


Latin America 
Paper Industry in Mexico 


The installation of a new factory for newsprint produc- 
tion in Mexico will be completed before the end of 1952. 
A plan to encourage the production of paper was ap- 
proved by the Mexican Government on July 5. Although 
22 small paper factories are in operation at present, pro- 
duction has been limited; between 1946 and 1951, it in- 
creased by only 50,000 tons, from 70,000 tons to 120,000 


tons. With the facilities offered by the Government, 
manufacturers hope to use Mexican raw materials for 
paper production to supply all domestic needs. 

Source: El Mercado de Valores, Mexico, D.F., July 7, 


1952. 
Guatemala’s National Commission of Tax Reform 


The Government of Guatemala has amended a decree 
of last September which established a National Com- 
mission of Tax Reform. In the new order, the Govern- 
ment has stipulated that a representative of the General 
Confederation of Workers of Guatemala will substitute 
for the representative of the Committee on Unity of 
Unions. It also states that three members of the Min- 
istry of Finance and Public Credit are to be members of 
the Commission, eliminating the stipulation that they 
must be members of the Ministry’s Department of Tax 
Affairs. Other members of the Commission remain as 
formerly: one representative each from the Chamber of 
Commerce, the General Association of Industrialists, the 
National Confederation of Rural Dwellers, the General 
Association of Agriculturists, the Ministry of Economy 
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and Labor, the Ministry of Agriculture, the Ministry of 
Communications and Public Works, and the Banco de 
Guatemala; and also the director general of customs, 
the director general of governmental revenues, and the 
chief of the control office for the tax upon profits. The 
Commission is to lend its service ad honorem. One of its 
chief objectives is the scientific and methodical study 
of the system of taxation. 

Source: The Journal of Commerce, New York, N. Y., 

July 10, 1952. 


Industry Development Law in El Salvador 


The Legislative Assembly of the Republic of El Sal- 
vador has issued a decree to promote and develop pro- 
cessing industries. The industries are divided into two 
main categories, “necessary” and “convenient.” “Neces- 
sary” industries are defined as those engaged in the pro- 
duction of essential goods, such as food, clothing, and 
shelter. The “convenient” industries are those which 
produce articles which may not be necessary but are 
useful and of economic importance to the country. In- 
dustries within these two categories will be (a) exempt 
from customs duties for all needed machinery and equip- 
ment, (b) exempt from, or receive a reduction of, state 
or municipal taxes when the concern is established or 
begins operations, as well as when its products are pro- 
duced or marketed, and (c) exempt from, or receive a 
reduction of, taxes upon the capital invested and income 
and profit taxes. 


Source: Diario Oficial, San Salvador, El Salvador, May 
30, 1952. 


Rural Credit in Costa Rica 

During the year ended June 1952, loans granted by the 
Rural Credit Boards, which are controlled by the Banco 
Nacional de Costa Rica, totaled 5 million colones, an 
increase of 22.3 per cent over the preceding year. Short- 
term loans amounted to 4 million colones; the remainder 
were medium-term and long-term mortgage loans. 

The Rural Credit Boards may finance 80 per cent of 
their short-term credits with loans from the Central Bank. 
Source: Banco Central de Costa Rica, Informacién Eco- 

nomica, San José, Costa Rica, July 9, 1952. 


Ecuador’s Reserves and Exchange Position 

Purchases and sales of foreign exchange by the Central 
Bank of Ecuador during the first half of 1952 resulted 
in a surplus of exchange holdings equivalent to US$4.2 
million, while net holdings of official international re- 
serves increased by US$4.7 million. In the correspond- 
ing period of 1951, sales exceeded purchases by $5.5 
million, and the loss of net official reserves amounted 
to $6.4 million. 

The exchange surplus obtained during January-June 
1952 was due both to higher exchange purchases and to 
slightly reduced exchange sales; total purchases amounted 
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to $34.5 million and total sales to $30.3 million, whereas 
the corresponding figures for 1951 were $26.5 million 
and $32 million. 

The foreign exchange budget for the second half of 
1952 forecasts a further surplus of $10 million. 
Source: Banco Central del Ecuador, Informacién Esta- 


distica, No. 272, Quito, Ecuador, July 12, 1952. 


Peru Invests Budget Surplus 


The President of Peru has decreed that the Treasury’s 
budget surplus of 171 million soles (about US$11 mil- 
lion) shall be invested in highway construction, in en- 
couraging food production, and in accelerating amortiza- 
tion of the public debt. 


Source: El Comercio, Lima, Peru, July 10, 1952. 


Uruguayan Measures to Pay for Dollar Imports 
The Bank of the Republic of Uruguay has decided to 


authorize 180-day future exchange contracts for all in- 
voices above $1,000 covering certain products, which 
were affected by the decision taken early in April to stop 
selling dollars for payment of imports (see this News 
Survey, Vol. IV, p. 314). The Bank will also consider 
applications for the spot sale of dollars for payment of 
invoices under $1,000 covering the same products. These 
are pharmaceutical, drug, and chemical products that 
were in Uruguayan customs on or before June 25, and 
certain spare parts and accessories in Uruguayan cus- 
toms on or before July 1. 

Source: The Journal of Commerce, New York, N. Y., 


July 14, 1952. 
Argentine Exchange Rates for Wool Exports 


The Argentine Central Bank has announced a new ex- 
change rate for wool exports and has withdrawn the ex- 
port sales tax on wool, in a move to stimulate the export- 
ation of about 200,000 tons of accumulated old clip wool. 
Both measures are to be effective until December 31, 1952. 

The exchange rate will now be a mixing of 50 per cent 
of the 5 pesos per dollar basic rate and 50 per cent of 
the 7.5 pesos preferential rate. The resulting effective 
rate of 6.25 pesos per dollar represents a 25 per cent in- 
crease in peso proceeds of wool exports (20 per cent de- 
valuation). Previously, the 5 pesos rate was applied to 
exports of greasy and washed wool. 

Source: The Journal of Commerce, New York, N. Y., 
July 22, 1952. 


Operations of Argentine Trade Promotion Institute 

An official preliminary announcement on the finances 
and activities in 1951 of the Argentine Trade Promotion 
Institute (IAPI) shows that the Institute made a net 
profit of 97 million pesos. The financial results in 
former years ranged from a net profit of 1.2 billion pesos 
in 1947 to a net loss of 143 million pesos in 1949; in 
1950 there was a net profit of 48 million pesos. 
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Export sales by IAPI, covering about 70 per cent of 
Argentina’s export trade, amounted to 4.6 billion pesos 
in 1951; of this total 1.6 billion pesos were grain exports, 
1.1 billion pesos vegetable oils and by-products, 1 billion 
pesos meat and meat products, and 0.5 billion pesos 
hides, etc. IAPI’s imports, valued at 0.7 billion pesos, 
consisted mainly of jute (243 million pesos), cement 
(129 million), rubber (40 million), metals—tin, copper, 
sheet iron, zinc—ships and transport equipment (78 mil- 
lion), bananas (84 million), timber, glass, tires, etc. 

The profit and loss statement for 1951 showed gross 
revenues of 1.3 billion pesos, of which 1.1 billion cor- 
responded to commodity trading profits; expenditures 
were accounted for mainly by 314 million pesos of taxes, 
247 million of interest and commissions, 204 million of 
warehousing and storage expenses, 40 million of adminis- 
tration expenses, and 297 million of subsidies paid to 
meat packing plants. 

Total IAPI assets as of December 31, 1951 amounted 
to 11.5 billion pesos, the bulk of which (8.7 billion 
pesos) represented the outstanding debts of various gov- 
ernment departments to the IAPI on account of the pur- 
chase by the state of foreign-owned public utilities (rail- 
ways, telephone, water and power systems) and of im- 
ported capital goods and raw materials supplied to gov- 
ernment corporations. Inventory of export and import 
goods held by IAPI at the end of 1951 amounted to 1.1 
billion pesos. The bulk of IAPI’s liabilities, on the other 
hand, represented its indebtedness to the official banks 
(8.6 billion pesos out of 9.1 billion pesos total liabilities) . 
IAPI’s net worth totaled 2.5 billion pesos as of Decem- 
ber 31, 1951. 


Source: The Review of the River Plate, Buenos Aires, 
Argentina, June 6, 1952. 


Other Countries 


Australian 1952-53 Wool Clip 

The Australian National Council of Woolselling 
Brokers estimates that the 1952-53 wool clip in Australia 
will be a little more than 1 billion pounds, greasy basis, 
which is about the same as the 1951-52 production of 
1,080 million pounds. 
Source: The Financial Times, London, England, July 

19, 1952. 


Increase in Australian Wage Rates 

As a result of a 5 per cent rise in Australian living 
costs (mainly in food) in the second quarter of 1952, the 
Arbitration Court has announced an average cost of living 
increase of 11 shillings in the basic weekly wage, one of 
the largest increases in recent.years. This brings the 
average basic wage in the capital cities to £Al1 7s. per 
week, 
Source: The Financial Times, London, England, July 

19, 1952. 
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Export-Import Bank Credit to South Africa 

The Export-Import Bank of Washington has announced 
the authorization of a $19.6 million credit to the Elec- 
tricity-Supply Commission of South Africa for the ex- 
pansion of steam electric power facilities. The credit 
bears interest at 4 per cent per annum and is repayable 
in 184% years. 

The credit will make possible the provision of addi- 
tional electric power needed to operate uranium-separa- 
tion plants in connection with South African gold mines. 
Normal demands for domestic and industrial power utilize 
all of the present electric power facilities, and the Com- 
mission has been unable to service the uranium plants 
without additional generating capacity. The uranium 
plants had earlier been granted a $35 million loan by the 
Export-Import Bank. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., July 11, 1952. 


Gold-backed Loans in Algeria and Tunisia 

The French Official Gazette has published the terms of 
the Algerian 344 per cent gold-backed loan of 1952, the 
issue of which began on May 28. Subscription to this 
loan may be made in cash, in Algerian “equipment 
bonds” of certain tranches, or in bonds of the Algerian 
5 per cent loan of 1949. With a view to facilitating 
sales of gold and foreign exchange for subscription to the 
new 34% per cent loan, a free gold market has been 
opened in Algiers (see this News Survey, Vol. IV, 
p. 384). 

According to the Tunisian Director of Finance, as 
soon as the political situation permits, Tunisia may issue 
a gold-backed loan of the type recently issued in France. 
A preliminary step has been the creation of a gold market 
operating under the aegis of the Office des Quotations des 
Valeurs Mobiliéres. The issue at par of the long-term 
6 per cent loan of 1952 closed on June 1. Subscription 
to this loan was reserved for insurance companies and 
public institutions. It is understood that the amounts 
subscribed reached the expected 1 billion francs. 
Sources: Agence Economique et Financiére, Paris, 


France, May 28 and 31, and June 4, 1952. 
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